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Summary 


In  rural  America,  670  credit  unions,  with 
assets  of  more  than  $130  million,  were  serving 
258,000  members  at  the  end  of  1963.  These 
credit  unions  were  sponsored  by  farmer  co- 
operatives, farm  organizations,  rural  com- 
munities, rural  churches,  and  similar  rural 
groups.  Rural  credit  unions  are  operating  in 
46  of  our  50  States.  Credit  unions  are  essen- 
tially finance  cooperatives  providing  four 
primary  services: 

1.  A  system  for  promoting  thrift  and  ac- 
cumulating savings. 

2.  A  source  of  credit  for  provident  and 
productive  purposes  at  reasonable  interest 
rates. 


3.  A  medium  through  which  members  can 
be  educated  in  the  management  and  control 
of  their  financial  resources. 

4.  An  automatic  and  valuable  source  of 
life-insurance  protection  for  borrowers  as 
well  as  savers. 

Credit  unions  may  be  chartered  under  State 
or  Federal  law.  Their  operations  must  con- 
form to  specific  legal  requirements  and  they 
are  supervised  by  the  chartering  agency. 

Although  not  large  in  terms  of  total  farm 
credit,  rural  credit  unions  provide  substan- 
tial credit  and  savings  benefits  in  those  areas 
where  they  operate. 


IV 


Rural  Credit  Unions  of  the  United  States 


By  William  F.  Woods 
Farm  Services  Branch,  Purchasing  Division 


Rural  credit  unions  have  made  material 
contributions  to  the  capital  and  credit  needs 
of  many  rural  communities  and  provided  a 
systematic  means  of  organized  savings  for 
some  258,000  members. 

This  report  describes  the  nature  and  extent 
of  rural  credit  unions  in  the  United  States. 
Statistical  data  is  based  on  information  as- 
sembled for  the  Farmer  Cooperative  Service 
by  CUNA  International  (formerly  Credit  Union 
National  Association)  and  on  earlier  FCS 
studies. 


Data  indicate  that  670  rural  credit  unions 
were  operating  in  the  United  States  at  the  end 
of  1963.  These  credit  unions  provided  serv- 
ices to  members  and  employees  of  farmer 
cooperatives,  members  of  farm  organizations 
and  rural  churches,  residents  of  rural  com- 
munities, and  other  rural  groups. 

Rural  credit  unions  are,  to  a  considerable 
extent,  concentrated  in  the  North  Central 
States.  However,  1  or  more  rural  credit 
unions  are  located  in  all  except  4  of  the  50 
States. 


Size  of  Rural  Credit  Union  Operations 


Table  1  shows  the  amount  and  percentage 
of  growth  of  rural  credit  unions  from  1956 
to  1963.  Comparison  with  1956  data  reveals 
noteworthy  increases  of  28  percent  in  number 
of  rural  credit  unions,  78  percent  in  member- 
ship, 139  percent  in  share-savings,  139  per- 
cent in  loans  outstanding,  and  150  percent  in 
total  assets  (table  1). 


During  the  early  1960's,  the  number  of 
rural  credit  unions  declined  slightly  and  the 
number  of  rural  credit  union  members  showed 
a  small  net  increase.  On  the  other  hand, 
shares  and  loans  outstanding  have  shown 
steady  growth  from  1961  through  June  30, 
1964  (table  2). 


1An  earlier  summary  of  rural  credit  union  activity  in  the  United  States  was   "Rural  Credit  Unions  in  the  United 
States,"  by  Arthur  H.  Pursell,  U.S.  Dept.  Agr.  Farmer  Cooperative  Serv.,  Gen.  Rpt.  No.  49,  July  1958. 


Table  1. — Growth  of  rural  credit  unions  in  the  United  States,  1956  to  1963 


Item 

1956 

1963 

Percentage  increase 
1956  to  1963 

Number  of  credit  unions 

525 

670 

28 

Number  of  members 

145,492 

258,692 

78 

Value  of: 

Shares 
Loans 
Reserves 
Assets 

$47,213,402 
41,319,577 

(!) 
52,160,894 

$112,987,589 

98,797,431 

7,007,299 

130,250,041 

139 
139 

C1) 

150 

Data  not  available. 

Source:    Data  for  1956  obtained  by  FCS  from  State  credit  union  leagues. 
Data  for  1963  assembled  for  FCS  by  CUNA  International. 


Table  2.-- -Rural  credit  unions:   Number,  members,  shares  and  loans  outstanding,  1961-64 


Year 

Rural  credit 
unions 

Members 

Shares 

Loans 

outstanding 

1961 
1962 
1963 
1964  X 

Number 

682 
681 
670 

(2) 

Number 

233,054 
267,856 
258,692 

(*) 

Dollars 

$91,136,216 
107,345,648 
112,987,589 
118,006,116 

Dollars 

$85,186,568 
97,031,266 
98,797,431 

109,025,051 

1June  30. 

2  Data  not  available. 


General  Characteristics 


A  credit  union  is  a  cooperative  organiza- 
tion, formed  by  a  group  of  people  with  a 
common  bond,  operating  under  State  or  Fed- 
eral supervision,  and  providing  service  at 
cost  to  its  members. 

Most  rural  credit  unions  are  organized 
within  the  membership  of  an  already  existing 
organization.  They  frequently  are  initiated 
or  sponsored  by  a  cooperative,  farm  organiza- 
tion, rural  church,  or  other  rural  group. 
Membership  is  open  to  all  individuals  and 
organizations  included  in  the  field  of  member- 
ship, as  set  forth  in  the  credit  union's  bylaws. 


Credit  unions  may  be  chartered  under  either 
Federal  or  State  law. 2  Federal  credit  unions 
are  chartered  and  provided  regular  super- 
visory examinations  by  the  Bureau  of  Federal 
Credit  Unions,  Washington,  D.C.  State- 
chartered  credit  unions  receive  chartering 
and  supervisory  services  from  the  State  De- 
partment of  Banking  or  other  designated  State 
agency. 


2  There  are  State  laws  providing  for  the  establish- 
ment of  credit  unions  in  all  States  except  Alaska,  Dela- 
ware, Hawaii,  Wyoming,  South  Dakota,  and  Nevada. 


About  60  percent  of  the  present  670  rural 
credit  unions  are  chartered  under  State  law 
and  about  40  percent  under  Federal  law;  no 
major  differences  exist  between  the  two  sys- 
tems (Federal-  and  State -chartered  credit 
unions). 

All  credit  unions  are  legally  required  to 
have  the  following  three  integral  but  separate 
operating  or  management  divisions: 

1.  A  board  of  directors,  elected  by  the 
membership  and  from  their  number,  composed 
of  five,  seven,  or  more  persons  responsible 
for  policy-making  and  operations. 

2.  A  credit  committee  of  three  or  more 
persons  elected  by  the  members,  responsible 


for    considering    member   loan   applications; 
and 

3.  A  supervisory  committee  of  three  per- 
sons either  appointed  by  the  board  of  directors, 
or  elected  by  the  membership,  responsible  for 
auditing  and  internal  supervision.3 

Special  committees  for  education,  member- 
ship, and  other  phases  of  the  credit  union 
program  may  also  be  appointed. 

Rural  credit  unions  differ  from  other  credit 
unions  only  in  the  environment  in  which  they 
operate.  They  are  chartered  under  the  same 
laws  and  comply  with  the  same  regulations. 


Purpose 


Credit  unions  are  chartered  as  nonprofit 
organizations,  primarily  to  serve  members. 
The  aim  of  the  successful  credit  union,  rural 
or  urban,  is  to  produce  for  members  the 
maximum  amount  of  highest- quality  service 
for  the  minimum  amount  of  cost. 


Credit  unions  encourage  members  to  save 
by  making  it  as  easy  and  convenient  as  pos- 
sible. No  sum  is  too  small  for  deposit  in  a 
credit  union.  Collectively,  these  savings  can 
constitute  an  important  and  effective  local 
source  of  capital. 


Credit  unions  provide  (1)  a  convenient  sys- 
tem for  accumulating  savings  (2)  a  source 
of  credit  at  reasonable  interest  rates,  and 
perhaps  most  important,  (3)  a  medium  through 
which  its  members  may  be  educated  in  the 
management  and  control  of  their  own  money. 
Essentially,  credit  unions  are  finance  coop- 
eratives. 


Thrift  and  Savings 

Although  the  "credit"  aspect  of  credit  unions 
probably  receives  the  most  emphasis,  credit 
unions  are  organized  for  the  purpose  of 
promoting  thrift  and  savings  among  their 
members  as  well  as  creating  a  source  of 
credit.  In  fact,  savings  must  come  first  in 
credit  union  operations.  For  the  most  part, 
credit  unions  are  required  to  raise  their 
operating  capital  from  their  membership. 


Through  the  funds  accumulated,  member 
participation  in  net  savings  is  provided. 
Savings — in  the  form  of  dividends  and  lower 
interest  rates — accrue  directly  to  the  mem- 
bers for  their  use  in  the  community  or  out- 
side it.  Indirectly  the  entire  community  bene- 
fits, from  the  storekeeper  whose  cash  sales 
are  increased  to  the  commercial  bank  where 
the  credit  union  funds  are  kept  on  deposit. 

Loans 

Credit  unions  are  obligated  to  make  effective 
use  of  member  savings  through  providing  loans 
to  members  needing  to  borrow.  Loans  can  be 


3  The  Federal  Credit  Union  Act  provides  that  the 
supervisory  committee  be  appointed  by  the  board  of 
directors.  Under  the  various  State  laws  the  supervisory 
committee  may  either  be  appointed  by  the  board  of 
directors  or  elected  by  the  membership. 


made  for  any  provident  or  productive  pur- 
poses, and  the  character  of  the  borrower  is 
the  primary  consideration  for  obtaining  a 
credit  union  loan.  Loans  are  often  granted  to 
individuals  who  lack  the  required  security 
to  obtain  loan  service  from  other  organiza- 
tions. 

Credit  unions  lend  money  for  a  wide  variety 
of  reasons.  Members  may  borrow  for  educa- 
tion, medical  services,  automobiles,  farm 
machinery,  home  appliances,  furniture,  farm 
production  supplies,  vacations,  home  repairs, 
taxes,  and  debt  consolidation.  Generally 
"provident  and  productive  purpose"  is  in- 
terpreted as  any  loan  that  will  benefit  the 
borrower. 

Credit  unions  usually  have  flexible  lending 
programs,  designed  to  meet  the  varying  needs 
of  their  members.  Naturally,  the  lending  pro- 
grams of  rural  credit  unions  differ  slightly 
from  urban  credit  unions.  Members  of  urban 
credit  unions  borrow  primarily  for  the  pur- 
chase of  consumer  goods  and  personal  serv- 
ices. While  rural  credit  union  members  also 
borrow  for  these  reasons  they  tend  to  borrow 
primarily  for  farm  production  purposes  in- 
cluding the  purchase  of  seed,  fertilizer, 
petroleum  products,  livestock,  and  farm  ma- 
chinery and  equipment. 

Although  they  do  a  relatively  small  propor- 
tion of  the  total  farm  credit  business,  rural 
credit  unions  are  an  important  source  of 
credit  in  those  areas  in  which  they  operate. 


Education 


Perhaps  the  most  valuable,  and  least  pub- 
licized, function  of  credit  unions  is  that  of 
educating  their  members  in  the  management, 
control,  and  use  of  their  money.  The  under- 
lying principle  of  credit-union  operations  is 
the  goal  of  improving  the  economic  lot  of  its 
members.  The  primary  method  of  achieving 
this  goal  is  educating  the  membership  to 
understand  and  use  the  credit  union. 

Use  of  credit  has  become  commonplace 
today,    and   it   has    become   increasingly  im- 


portant for  individuals  to  prudently  allocate 
their  incomes  and  to  use  care  in  purchasing 
with  borrowed  funds.  Individuals  with  in- 
sufficient knowledge  of  financial  management 
are  particularly  vulnerable  to  the  temptations 
of  overextending  their  incomes.  Credit  unions 
strive  to  make  each  member  aware  of  his 
opportunities  to  improve  his  economic  wel- 
fare. 

The  educational  function  is  carried  out  by 
the  educational  committee,  and  by  the  credit- 
union  manager,  officers,  and  credit  committee 
in  counseling  with  members  regarding  their 
individual  financial  programs.  The  desired 
end  result  is  not  only  a  stronger  credit  union, 
but  also  better  citizens  of  the  community  for 
the  knowledge  they  have  acquired. 

Life  Insurance 

Credit  unions  have  pioneered  in  the  use  of 
group  life  insurance  to  enhance  and  facilitate 
their  savings  and  lending  programs.  In  most 
credit  unions,  members  are  provided  with  life 
insurance  equal  to  their  shares  up  to  a  level 
of  $1,000  or  $2,000  without  direct  charge. 
This  service  promotes  thrift  by  placing  a 
premium  on  member  savings. 

Also  life  insurance  is  used  frequently  to 
protect  loans.  The  lives  of  credit  union  bor- 
rowers are  insured  for  the  amount  of  the 
unpaid  balance  of  their  loan.  If  the  borrower 
should  die  or  become  totally  disabled,  the 
insurance  repays  the  loan.  This  feature  elimi- 
nates a  part  of  the  risk  in  borrowing  money. 
These  share  and  loan  insurance  features  of 
credit  union  operations  accrue  entirely  to  the 
benefit  of  members  using  their  services. 

One  unique  credit  union  plan  combines  both 
these  insurance  features  into  a  single  trans- 
action. Under  this  program,  commonly  known 
as  the  estate  loan,  endowment  loan,  or  share- 
loan  program,  a  member  borrows  and  rein- 
vests the  amount  of  the  loan  in  credit  union 
shares.  He  then  proceeds  to  repay  the  loan 
on  an  agreed  repayment  schedule.  Estate 
loans  are  made  in  amounts  up  to  the  maximum 


coverage  available  per  account  under  the  life- 
savings  insurance  program. 

The  only  cost  of  this  loan  is  the  interest 
cost  and  the  loan  acts  as  its  own  collateral. 
In  return  the  borrower  receives  life  insurance 


equal  to  the  amount  of  his  loan,  life  insurance 
equal  to  his  share-savings  up  to  the  maxi- 
mum limit,  and  dividends  regularly,  as  earned. 
Important,  too,  is  the  thrift- enforcing  aspect 
that  compels  members  to  accumulate  savings 
by  repaying  a  loan. 


Groups  Sponsoring  Rural  Credit  Unions 


Groups  seeking  a  credit-union  charter  are 
legally  required  to  have  as  their  basis  a 
common  bond  or  mutual  interest.  This  com- 
mon bond  may  be  based  on:  (1)  place  of  em- 
ployment, (2)  membership  in  some  organiza- 
tion, or  (3)  residence  in  a  well-defined 
neighborhood,  community,  or  rural  district. 
This  prior-existing  common  bond  relationship 
has  been  found  necessary  for  the  success  of 
credit-union  ventures. 


Many  of  the  farmer  cooperatives  sponsoring 
credit  unions  are  themselves  affiliated  in 
some  degree  with  general  farm  organizations. 
Examples  are  provided  by  county  Farm  Bu- 
reau cooperatives,  Grange  cooperatives,  and 
Farmers  Union  oil  companies.  Because  of  the 
difficulty  in  determining  whether  the  coop- 
erative or  the  farm  organization  was  the 
actual  sponsor  these  two  groups  are  com- 
bined in  the  table. 


Most  urban  credit  unions  have  as  their 
common  bond  a  place  of  employment.  A  credit 
union  of  this  type  is  probably  easiest  to 
organize  and  operate  and  probably  has  the 
best  chance  for  success  both  because  of  the 
nature  of  the  mutual  interest  and  the  number 
of  ways  the  employer  can  contribute  to  the 
establishment  and  growth  of  the  organization. 
But  this  type  of  bord  is  seldom  found  in  rural 
areas — particularly  rural  farm  areas — so 
alternative  bonds  must  be  utilized. 

Numbers  of  rural  credit  unions  and  other 
selected  data  by  type  of  sponsoring  organiza- 
tion are  shown  in  table  3. 


As  indicated  in  table  3,  rural  credit  unions 
sponsored  by  cooperatives  and  farm  organiza- 
tions are  larger  in  terms  of  members,  shares, 
loans,  reserves,  and  assets  than  credit  unions 
sponsored  by  rural  communities  and  rural 
churches. 

Farmer  cooperatives  are  particularly  well 
adapted  to  the  role  of  sponsoring  credit  unions. 
Co-ops  have  found  that  sponsoring  rural  credit 
unions  for  cooperative  members  contributes 
to  increasing  sales  volume,  decreasing  ac- 
counts receivable,  and  generally  keeping  daily 
business  transactions  on  a  sounder  basis. 


CO 

U 


8 


T! 

X3 
CU 
*-» 
U 

CL> 


c 
o 
p. 

"8 

(U 


2 

cd 
ft 


c 
3 


•a 
u 

3 

l 


X> 

h 


cu 

^    (N    CN    1/) 

X> 

b£> 

rs    —i   CO   -O 

on 

a) 

— I    <3\    — i    00 

vO 

(_, 

0) 

CO   *    ^O    Is 

00* 

> 

O    >C    MO 

is. 

< 

CN    -*            CM 

~H 

co 

<u 

CN    O    m    CO 

m 

co 

N    h    h    -H 

00 

to 

Is    U0    O    O 

CN 

< 

cd 

— <    O0    O    CM 

CM 

o 
E- 

O    CO    t    vO 
H    COlO    o 

O 

^O 

»        «         •         » 

*  O*   N 

~H 

l"s    CO 

CN 

Is,    in    CO     -H 

[s. 

CU 
M 

CO 

u 

CO   is   t-s   o 

"* 

-H    vO    O    LO 

Ov 

CU 

O    00    CO    CO 

oo 

CO 
CU 

> 

< 

"H               — < 

> 

u 

a) 

CO 

<u 
OS 

>— i  i-h  «— <  is, 

o 

o  o  oo  o 

rs 

13 

O    *-<  vO    O 

00 

o 

h 

o?  rs  -h  t»< 

CM* 

O      — 1      T}<      CN 

o 

is.    Q\    CO    -H 

o 

co  -* 

-o 

CU 
bO 

m  on  m 

n* 

CD 

— 1    — 1    fs    fs 

00 

O    U0    CO    CN 

^c 

«t            »            »             A 

CU 

lO   CO  CO   -o 

CM 

> 

r-.  cn  m  co 

■<J< 

< 

~-l    — 1              ~H 

f— 1 

CO 

c 
cd 
o 

in  -h  ts.  oo 

vO 

m  ■*  vo  o 

vO 

t   iO    O    (N 

CM 

co 

m  in  o  o 

^H 

o 

in  a  o  o) 

CO 

o  cn  in  o 

o 

»         »        «         • 

■*    [s.    ■"*>    ,-H 

ts. 

X5    CN 

o 

CU 
bO 

o   in   CN   CN 

o 

CN    CO    -H    ■* 

CM 

cd 
U 

co  rs  cm  o 

vO 

CU 

Tt1  in  oo  r-» 

rs 

> 

00    Tf   \D    CN 

in 

CO 

< 

-H     -H               CM 

~* 

<U 

ed 

X5 

CO 

t-s  m  o  -o 

oo 

rs  cn  — (  co 

"*• 

__l 

m  in  cm  co 

vO 

cd 

»    «    »    « 

tNOvO 

in 

o 

s3   O    vO    — < 

Tt< 

H 

^   CN    OO   CO 

co 

N  N   in   H 

rs 

vO    CO 

o 

CU 
bO 

cd 

oo  o  m  o 

CO 

u 

—<   O    O    — < 

o 

CU 

■<r  co  cn  ^i 

CO 

CO 

> 

(h 

< 

0) 
CU 

0    — <    M<    CN 

vO 

2 

"cd 

CM   00   vO    OO 

in 

O   CM    CO    CN 

oo 

o 

cn  ^o  m  co 

rs 

in  oo  cn 

vO 

-H 

CM 

(h 

CO 

CU 

■9  - 

-,    T3     O 

iO   H  >o    CO 

^ 

E  < 

3 

z 

)    O    -h 

O    CN    CO 

CO 

u   5 
o   3 

CO    CM 

vO 

CO 

a 

O     CO 

■a  'S  « 

C      CQ      4-1 

M- 

tH 

c3    N  "S   w 

c 

O 

CO 

« s  l-S 

fc 

c 

u   o 

n  fe  5  s 

cd    °    o   -3 

> 

■>  a. 

r 

CO 

2    p    O    OH 

OJ      p    _    _     l, 

a.  in  cd   co  5 
o    «   t,    u,    S 

O    "-'     3     3   '5 

"cd 

o 

h 

CO 

cu 
a, 
o 
o 
o 

q 

CO 

u 
u 

JS 


co 
3 
XJ 

"c3 

Sh 

3 

3 

o 

'C 

bO 
cd 

u 

3 
O 

M-i 

73 

e 

cd 


c 
u 

CU 

> 

o 

60 


c 

CU 

u 

cd 
D. 

CU 
c 
o 

c£ 

3 
O 

u 

60 

"cd 

XI 


Credit  Union  Associations 


Credit  unions  in  all  but  two  States — 
Alaska  and  Nevada — have  organized  State 
credit  union  leagues.  These  State-wide  serv- 
ice associations  are  set  up  and  supported 
by  voluntary  member  dues.  They  provide 
local  credit  unions — rural  and  urban — with 
educational,  organizational,  legal  and 
technical,  and  general  field  assist- 
ance. 


An  international  credit  union  association 
renders  similar  services  to  State  and  Canadian 
provincial  leagues  as  well  as  affiliated  leagues 
in  foreign  countries.  In  addition,  it  provides 
standard  credit  union  supplies,  a  credit  union 
bonding  service,  and  credit  union  loan  protec- 
tion and  life-savings  insurance.  Some  State 
leagues  and  private  companies  also  provide 
the  latter  services. 


Where  Rural  Credit  Unions  Are  Located 


Rural  credit  unions  were  operating  in  46  of 
the  50  States  as  of  December  31,  1963  (fig.  1). 
No  rural  credit  unions  were  reported  oper- 
ating in  the  States  of  Connecticut,  Delaware, 
Maryland,  and  South  Carolina. 


The  regional  distribution  of  rural  credit 
unions  is  shown  in  table  5  and  fig.  1.  Although 
they  are  concentrated  to  some  extent  in  the 
North  Central  States,  they  are  found  in  all 
regions. 


North  Carolina  was  the  first  State  to  initiate 
a  strictly  rural  credit  union  program,  in  1915; 
Minnesota  was  next,  beginning  in  the  early 
1920's.  The  10  States  having  the  most  rural 
credit  unions  at  the  end  of  1962  are  listed  in 
table  4. 

Table  4. — Rural  credit  unions:    number  in  10  leading 
States,  December  31,  1963 


State 

Number 

North  Dakota 

66 

Kansas 

58 

Minnesota 

54 

Wisconsin 

50 

California 

46 

Michigan 

38 

Indiana 

33 

Montana 

23 

Colorado 

22 

Texas 

20 

Table  5. — Number  of  rural  credit  unions,   by  region, 
United  States,  December  31,  1963 


Region 

Number 

West  North  Central 

221 

East  North  Central 

149 

Mountain 

87 

Pacific 

57 

Northeastern 

66 

Southeastern 

38 

West  South  Central 

40 

Alaska  and  Hawaii 

12 

Total  United  States 

670 

Selected  data  for  the  670  rural  credit  unions 
mentioned  in  this  report  are  summarized  by 
State  in  table  6. 
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